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However, as advertising is impacted by FCC actions advertisers 
must react to any changes, which can create market situations 
preempting FCC goals. 

Further, increased costs to Advertisers are detrimental to the economy 
as a whole as advertising costs are absorbed in 
total prices that consumers pay for goods and services. 

Individual consumers can be further harmed if FCC actions prevent 
the consumer from being knowledgeable about products in the 
marketplace. 



Advertisers’ interests are the same as the American viewers’ 
and in line with the FCC’s obligation to provide for a diversib d 

of voices in the television and radio marketplace. 
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Advertisers' need for programs 
that appeal to diverse audiences 
is both broad and deep .... 

Parent Companies Advertising on Cable: 2,798 

Individual Brands Advertised on Cable: 12,423 
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As the Third Circuit said, FCC actions to deregulate and 
open markets have in fact closed them and severely limited 
the diversity of voices. 

That is why advertisers are worried about the unintended consequences 
of any FCC action on “a la carte” cable which could further limit 
advertising avenues to reach our diverse population. - -  

.. 
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Simply put, previous governmental actions that have limited 
the diversity of voices have limited advertiser opportunities 
in the most effective and cost efficient medium to reach consumers. 

- 

It is therefore essential to advertisers that further FCC initiatives 
be closely examined for their potential unintended consequences. 

- 



That is why the “a la carte” cable issue which seems to be a 
simplistically soluble three way battle between the two rich MSO and 
cable network elephants and consumers is so complex and important 
an issue to the seemingly uninvolved advertising mice. 



What is the problem? 

That people “pay” for programming they don’t want/ watch.. . 

. .  
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If viewers chose by network, they would not pay for what they didn’t 
want. 

But they would pay more for those networks they did want as the 
viewership is not inclusive across all networks. 

Simple arithmetic shows that there are not enough people to carry the - 

cost of any single network so program quality would not be the same. 

- 

Would people pay more for less? 



So, many networks wou d go out of business. 

But, some would say that then they should. 
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For advertisers this could be good as broadcast networks would 
deliver large audiences again. 

But it would be bad because there are over 12,000 target audiences 
that advertisers tried to reach last year that would now be 
“massified” making advertising expenditures highly inefficient. 

- 

Currently, advertisers buy cable networks even though over 70% 
of cable PRIME time delivers less total viewers in mass than a 
spot on channel 11 in NY at 2 am because of the- 12,000 targets: 

Eventually, viewers would leave television as they sought out 
other media more tuned to their individual tastes. - 

Advertisers would then lose the most effective and efficient way 
to let Americans know about their products. 

- 
. -  
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“But advertisers would pay more for the chosen networks making 
up for the lost subscription revenue because they know the viewer is 
more interested in the programming.” 

Advertisers have experience in this area and know the argument 
for paying more for a “chosen” medium by payment is false.. . - 
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To determine whether or not price 
and source of subscription affects - 

- 

reader quality. - 
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“But cadlz operators are smart and w o u l d t  se 
networks, they would package them in tiers.’’ 

individual 

On the surface, that sounds good for advertisers because it 
would make for cleaner/ clearer buys. 

But viewers are already choosing those networks by watching 
them, and advertisers follow- the viewing. 

And everyone claims to watch “Masterpiece Theatre” and - 

only a few own up to craving “The Bachelor”. . . 
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How would the networks make up for the lost audience and 
lost advertising revenue in addition to the lost subscription 
revenue? 

And how would the advertiser find the audience which is not 
just age and sex but psychographic. 

Will it even be in television? 

- 

_- 
- 

And what about the creative? What changes would we need to 
make to fit the right commercial in whatever new environment 
that audience goes to? 

- 



The supermarket has food and other goods for the various 
diverse tastes of the community it serves. 

c 



Source: Nielsen Television ActiGty Report, Quarter 1, 2004. 
- 
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The worst thing that happens to an advertiser is when the expected 
advertising is not delivered. 

That is why we expect a minimum level of committed subscribers 
before we can buy a new network. 

We know that the subscribers turn into viewers through trial. 

As marketers, advertisers know that there is no purchase-without 
trial and there is no trial without availability/shelf space first and - - - 

then consumer knowledge of availability. 

- 

- 

Thus,without the video supermarket that now exists, advertisers would 
not be able to support new networks. 

- 
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Ah, but you are still paying for the asparagus even if you 
don’t get it. 

- 

After all, the vegan pays for the part of the cost of unsold and spoiled 
meat that must be discarded in the price of the bean curd. 

And we all pay for the loss leader price of the fabric softener even 
.-  if we don’t do laundry in the cost of the eggs. 



And the supermarket carries flashlights and other essentials 
you just might need and the cost of that inventory carriage 
is in your potato chips. 
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Weather 
Channel 

1Q03 275 0 15 145 - .  
2Q03 251 0 14 136 

155 
140 

3Q03 279 0 16 
4Q03 246 0 14 
1Q04 283 0 16 161 

-30 w-WII Ilellu~ulI lull FUUpILdl 

Source Nielsen ua MultiTrak. 1/1/03-1/31/04 
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Of course, you could go to the green grocer, the bakery, and the 
local butcher. 

It will cost you more. - 

And if you want a crown roast of lamb, the Islip Meat Market _-  

will sell it to you if you order it in advance. - 



. -  

“But in Canada, a la carte works.” 
- 

Let’s ignore the numbers that say otherwise. 

But what doesn’t work for advertisers or viewers is there is no 
diversity requirement in Canada. In fact, the government grants 
monopolies by program type. 

Americans crave diversity of voices. - 

That is why when more channels are added, more channels are 
watched as they are discovered and sampled.. .like the guava 
paste. 
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The viewer wants a market that serves hidher television needs. 
- 

But as a diverse population, that market needs to be a supermarket. 

And the advertiser needs to sell to people that like tomatoes and hate 
Brussel sprouts or only eat hot dogs. 

In both cases, the supermarket where the totality of the goods and the 
associated costs are carried across that diverse selection and amortized - 

over all of the customers is the most efficient for feeding the community. 

And, concurrently, the most efficient for those that want to feed the 

- 

community. - .  
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